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Introduction

The Agricultural Marketing Act of 1937 (Amended) allows agricultural
producers to collectively pursue orderly marketing programs to stabilize
and improve farm income levels., The enabling act indicates that the

1/

various instruments— of orderly marketing can be pursued as long as

e

necessary to achieve pairty prices with consumer interests protected.

TR i

Consumer advocates, the Federal Trade Commission, the Department of
Justice, and other political groups have become increasingly concerned
with the possibility that agricultural producers operating under the aus-
plces of a federal marketing order.would exercise the monopoly power
given to them under the enabling legislation. The potential negative
impacts would be in vioiation of antitrust laws and in SOme manner harp
the consumers of the product by unduly enhancing the consumer price of
the product. |

Resulting partially from the concerns expressed above about the po-
tential impacts of federal marketing orders and the philosophy of the
President Reagan administration, a review of federal marketing orders
was initiated in 1981. The review was.initiated by the Secretary of
Agriculture in response to the President's Task Force on Regulatory
Relief. The economic review of federal parketing ofders was conducted
by a five_member team. A report by the five member review team was
filed with the U.5.D.A. and resulted in a set of guldelines being pub~
lished by the U.$.D.A. in January, 1982 (Appendix A). The guidelines
are very general in nature. A review of the guidelines in Appendix A

Teveals that there was concern over federal marketing orders which had

lehe instruments of orderly marketing that can be utilized are rezula-
tions concerning quality and quantity (volume), standardizarion of con-
tainers, promotion, research and development, regulating unfair trade
practices, and providing price and other market information.



volume control programs,

The objectives of this paper are: 1) to present résearch results
and general information éﬁout the U.S. hop industry which should alle-
viate mﬁst concerns of the naturé stated above in the case of hops; and
2) to propose alterations to the current rules of the Federal Hop Market-
ing Order (Order No. 991} which will assure its continued operation in

the best interests of the hop consumer and producer,

Research Results and Nature of Hop Supply and Demand Structures

Quantity Control Behavior

The hop marketing order has two provisions which could lead to
monopolistic policies by the Hop Administratcive Committee (HAC). These
two provisions are: 1) quantity or volume regulation concerning the
salable percentage each year; and 2) producer allotments.

In relation to the quantity control provision, the HAC meets prior
. to March 1 of each year to adopt a marketing policy for the ensuing mar-
keting year. The HAC decides the quantity of hops {salable percentage)
that can be marketed during the marketing year from the upconing hop
harve#t. The HAC projects all supply and demand components for hops
except for the salable quantity or percentage of U.S. produced hops;gf
The.major objectives of the HAC in establishing the salable percentage
is to establish orderly marketing conditions and capture an ever in-
creasing share of the U.S. and foreign markets for U.S. produced hops.

It has been demonstrated through statistical anaiysis of the be-
havior of the HAC during the tenure of the current federal marketing

order that the recommended salable percentages to the U.S. Secretary of

2/

~ See Reference 1 for a complete description of the procedure used by

the HAC in projecting supply and demand components and setting the
salable percentage.
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Agriculture have not unduly restricted the flow of U.S. produced hops to
the market., Resulting from the optimism of the HAC in expan@ing its
share of the world hop markgt, the level of carryouts have been 10.2%
greater than anticipated or the projected level of carryouts by the HAC
{See References 1, 2, and 3 for statistical analysis). Thus, on the
average a larger than needed supply of hops has been made available to
the market by the HAC in recommending the salable percentage to the U,S,
Secretary of Agriculture, Thus, the behavior of the HAC has not been in

a monopolistic vein in terms of restricting the quantity of hops marketed.
______~_—__'_J

Price and Acreage Stability

Despite the fact that the HAC behavior has resulted in larger than
desired supplies of hops on the market, the marketing order has been
successful in terms of stabilizing hop prices and acreages (Table 1).
Beginning at the time when hop prices were first published through the
marketing year 1965-66, the year prior to the start of Federal Order
591, the coefficient of variation corres@oﬁding to the seasonal average
price was 53.0Z. However, during the life of the current.market order
the coefficient of variation in price was less than one-half of that
experienced during the time period prior to the existence of the order.

Since there appears to have been no other major structural change in the

e

Eggﬂindug&zy that had occurred in the latter period other than the
Inception of the hop order, it appears that the dramatic increase in
price stability can be attributed to the federal marketing order and the

operation of the HAC.



Table 1. Measures of Price and Acreage Stability in the U.S. Hop
Industry for selected time periods.

Statistical Measures

: Standard Coefficient
Marketing Years Variable Mean Deviation of Variation
1915-16 to 1965-66 price/1lb _ 36.9 ¢/1b 19.5 53.0%
1966-67 to 1979-80 price/lb 70.3% 18.1 25.7%
1915-16 to 1965-66 total acreage 30643.0 7037.8 23.0%
1666-67 to 1979-80 total acreage 30214.0 1825.8 6.0%

The federal order also has had an impact on the stability of hop
acreage. During the time period spanning the marketing years 1915-16
through 1965-66, the coefficient of variation for acreage was 23%.
During the marketing years 1966-67 through 1979~80, which comprise the
tenure of the current hop marketing order, the.coefficient of variation
was only 6.,0%.

As demonstrated above, the federal marketing order for hops has
achieved its orderl& marketing objectives in terms of price (income) and
quantity (acreage) 'stability while supplying a larger than necessary

quantity of hops to the market. If the current marketing order were to

be terminated or altered in such a manner such as to render the order
T ———

ineffective, the instability which plagued the industry prior to the
"—_"--—_—-"__"'"-—.—-——_I'"
current marketing order would return. The instability would result from

the facts thar: 1) hops are a perennial crop; 2) hops have a lagged

supply response; 3) the demand for hops is highly inelastic; and 4) the

supply of hops is highly inelastic. The latter two factors are easily

S

deciphered from the significant fluctuations in price and acreage that

occurred previous to the curreant marketing order.



Price Enhancement

To measure any possible consumer price enhancement induch by the
vol;me control provision of the federal order, the economic rent attribu-
table to producer allotmenté is relevant, A historical series of allot-
ment values is not available. However, in 1980 producer allotments were
rented at a market rate of 15¢ per pound. Using this figure as a measure
of economic rent accruing to holders of producer allotments, 107 of the
1980 seasonal average hop price of $1.50 per pound was attributable to
the volume control provision of the federal order. In 1980 the hopping

_ —
ratio (pounds of hops per 31 gallon barrel of beer) was 0.2 pounds.

——r

Thus, 30¢ worth of hops were used in each barrel of beer, and only 3¢
would be considered economic rent. Thus, with 331 12-ounce tontainers
of beer in each b;frel of beer, the consumer level price enhancement
that could have occurred was .009¢ per 12-ounce container of beer. Such
a small impact on price would be impossible to measuré at the consumer
level.

The above research results discuss most of .the allegations concern-
ing the federal hop marketing order and alleviate such concerns over
potential monopolistic practices by the HAC. The only area not addressed

is that of limited entry into the industry,.

Entry and Exit

The question concerning entry and exit patterns in industries
covered by federal marketing orders with producer allotment prograns has
never been addressed in quantifiable terms. The number of hop growers
in the U.S. during the tenure of the current marketing order are pre-
sented in Table 2. Inspection of the time series data or the number of

hop growers during the current marketing order indicates that the number



Table 2: Hop Industry Statistics and the U.S,

Farm Population, 1966-1981.

- Total Farm
Kumber of Acreage Acres of hops Average price Population in U.S.

Year hop growers of hops per grower of hops (¢/1b) (1,000)
1966 348 32,200 93 46.7 . 11,595
1967 321 29,800 93 45.9 10,875
1968 293 28,400 97 47.2 10,454
1969 255 27,000 106 50.0 10,307
1970 236 27,000 114 56.0 9,712
1971 222 28,900 130 65.3 9,425
1972 219 29,700 136 71.4 9,610
1973 218 .31,400 144 75.7 9,472
1974 215 32,400 151 79.3 9,264
1975 210 32,100 153 83.d 8,864
1976 200 30,900 155 84.8 8,253
1977 196 30,500 156 89.6 7,806
1978 193 30,900 160 89.8 8,005
1979 192 31,800 166 97.4 7,553
1980 212 37,100 175 150.0 7,241
1981 235 43,100 183 N.A. N.A.

Source: 1.

2.

Personal correspondence with HAC (Reference 5).

U‘SID.AI

Agricultural Statistics, 1981 (Reference 4).
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of such operations had trended downward from 1966 through 1979. This
tine trend is parallel or in the same direction as the number of farmers
or farm populationlf in the U.S. which is also presented in Table 2.
From 1966 through 1979, the farm population declined by 4.0 million or
35 percent. In the hop industry, the number of hop growers declined by
156 growers or 45 percent. Thus, there was a slightly accelerated rate
exiting from the industry as compared to the entire rural population in
the U.S. However, in contrast to the continued trend of people exiting
the farm sector inlthe U.S. during the time period of 1979 through 1981,
there was an increase in the number of hop growers from 192 to 235 or 22
percent. The hop industry has been able to respond to price signals in
the 1970's and early 1980's by having new hoé.producers entering the in~
dustry and increa;ing the acreage and productidﬁ levels of hops. This

influx of growers has resulted in capturing an ever increasing share of

the world hop market. Today, the U.S. is the number one country in ex-
- . _—-"""!-————'

a ——

orting hops (See Reference S). This upward trend in hop producers is

in contrast to the continued trend of a decfeasing farm.population in
the U.S. Thus, under the rules of the present hop marketing order there
has been exiting and entering of the industry despite the concerns
expressed in the published guidelines by the U.S.D.A. about barriers to
entry.

Given that there has been entry and exiting, there is a further
concern by both the U.S.D.A., hop producers, and people knowledgeable
about the hop industry but not directly involved in hop production.

This concern is the fact that the producer allotments or base have an

economic value. Tt is a well accepted fact that any government program

g{Ic would be rore appropriate to compare the number of hop growers to the
number of farmers or farms in the U.S. rather than the total farm popu-
lation since the latter encompasses changing family size. However, the
U.S.D.A. changed the definition of a farm in 1975 and it is not pessible
to obtain a consistent time series on the number of farms or farmers in

o Tt



-8

(price support, loans, target prices, etc.) creates an economie value to
the producers of the product under the Program since such government
-agction either insures and/o; stabilizes the income prodﬁcing ability of
the resources of the farmer. In the case of most farm programs (commodi-
ty programs) the value of the program is imputed to some resource such
as land. Thus, the producers covered by such programs have the value of
their production resources increased. 1In the case of hops or other
- commodities such as mint or milk, the value of government prograﬁs is
not tied to the land. Iﬁ contrast it is transferable and attached to
the allotment or base. Despite any efforts by the government or industry
groups to reduce the value of such programs (allotment) to zeto, it will
never happen because of the fact that the allotment is a scarce item and
will have "some"” economic value. The only way in which the value of
such government programs (allotments) will have zero value is either to
render the programs completely ineffective or do away with them en-
tirely. Since these programs have beneficial impacts on the producers
énd consumers of such products by achieving orderly marketing and sta-
bility in the use of resources in producing agricultural products, it
must be concluded that programs such as marketing orders will be main-
tained since they are of value to society, Thus, the challenge faced by
industries such as hops which have a producer allotment program is to
minimize the value of the allotment and still maintain the aspects of
the program which achieve the orderly marketing objectives. The next
section of this paper will propose a method by which the value of allot-
ments will be minimized and still allow the achievement of an orderly

marketing program,

Proposed Chanees in Hoo Allotment Program

The current rules of the federal marketing order for hops allows
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the annual or permanent transfer of allotment or base from one producer
or holder to another producer. These transfers are made based upon a

negotlated price between the two parties involved. It is this price or
economic rent which is of méjor concern as well as the transfer itself.

The remaining part of this section will address both of these questions.

Heed for Transfers

The U.S.D.A. in its initial approach to the concerns over producer
allotment programs suggested that all transfers be eliminated (See
Appendix B). While this appreach on the surface appears to be the most
straightforward and simplest manner in which to resolve the problem it
is plagued with many problems. -

First, the n;ture of hop production requires that some limited
annual transfers be allowed. As an example, somwe hops are produced on
leased land. If a hop producer.should not have his contract for leasing
or renting the land renewed for some reason, it is unfair to force the
" hop grower to give back to the HAC the allotment he has and to later
reapply for it as implied by the U.S.D.A. initial position., It could
take a producer at least one year to locate suitable land upon which to
produce hops and thus he would not use his allotment for a given year or
two years in the case of Oregon hop producers.ﬁ/ Other factors such as
fires or natural causes could also preclude the use of an allotment by a
grover for a short period of time. Under such circumstances the hop
grower shall not be forced to give up his allotment. If the U.S. hop
industry attenmpts to capture an ever increasing share of the world hep
market, it appears reasonable that a grower under such circumstances

should be able to transfer away his allotment so that it can be used by

-&IOregon hop producers usually do not trellis their hops the first year and
thus do not obtain a harvestable crop until the second year in establish-
ing a hop yard,
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other hop growers to market their hops.

The current rules of the hop marketing order requires that all
temporary transfers occur before March 31 before the ensuing marketing
year. It is suggested aftef coﬁsultation with industry leaders and the
management of the order that all unused allotment after harvest be re-
verted back to the HAC for redistribution for that marketing year on a
pro-rata basis with no charge to growers producing in excess of their
allotment.éf This suggested change will have two major impacts: 1) it
will force hop producers with excessive allotments to make such allot-
ments available to other growers before March 31 since they will realize
that the allotment will be used at no charge by such growers after har-
vest through the HAC; aﬁd 2) winimize the economic rent or value asso-
ciated with the base.

Temporary transfers are needed for two basic reasons. First, a
grower camnot predict with a great deal of accuracy the size of crop he
will have by March 31 of ea;h growing year since the hop plant has
hardly started to grow. Thus, the grower needs some buffer amount of
allotment to account for variations in his yleld. In addition, hop
yards are periodically rotated from field to field and there are times
when a given hop producer may not need his allotment. Second, the
temporary transfers allow-growers to enter hop production by renting
part of their allotment rather than a complete outright purchase at the
time they enter the industry. Thus, the temporary transfers lower any
financial barriers to entry.

In terms of permanent transfers, such transfers should be alloyed

from one generation of hop producers within a family or producing enti-

5/

='1f hops are produced in excess of the allotment available, each grower
will place in the reserve pool his pro-rata share.
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ties. How this transfer is obtained is not of concern to the HAC.
Thus, by only allowing transfers from one generation to another generation
of hop producers within the same basic production unit or entity, it
will be possible for the industry to provide a vehicle via which new
generations of producers can enter the industry.éf

It is suggested that thé "bona fide" effort requirement be tightened.
Currently under the rules of the hop marketing order, the bona effort
requirement states that growers must have sufficient hops under trellis
on May 1 of each year to produce 93 percent of thelr ammual allotment
for such year, based on the highest of their past 5-year average yields.
In the case of a new hop producer without an historical yield record,
the state yield éverages would be used. With this rule and other cur-
rent rules of the order, a grower can meet this bona fide effort require-
ment by transferring that allotment which meets or exceeds the 93 per-
cent level to other producers on a temporary basis.

It is suggested that the bona fide effort requirement be raised to
98 percent and that temporary transfers of allotment in excess of the 98
percent be allowed on a temporary basis. If allotment in excess of 2 percent
are not transferred they will revert back to the HAC for filling defi-
ciencies at no cost. By using such excess allotments to fill deficien-
cles, it will allow the U.S. hop industry to capture a larger share of
the world market when the demand is strong and the U.S. has the hops to
sell in such internaticnal trade channels. If this change is implemented,

any allotment in excess of the bona fide effort requirement will revert

back to the HAC for redistribution.

élIt could be argued that 1f a given hop producer, family, and entity
should cease the production of hops, then that allotment should not be
transferred to another party by any meane (sold, leased, traded, or
given). Such allotment should be reverted back to the HAC for redistri-
bution (this item will be discussed later). However, this would decrease
the value of the productive resources of the grower which was earned over
time. If this line of reasoning is followed, it would only be equitable

Frv tha matrasmmame ko emadivnan tha o avaliin m € Toamd simmd dm e deie Tam e mabm e
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The above suggested changes of: 1) forcing unused allotment back

to the HAC to be used by other growers at no cost after harvest; 2) allow-
ing permanent transfers of allotments between generations within the same
entity; and 3) tightening of the bona fide effort will have the impact of

placing the allotment in the hands of the actual hop growers.

Entry of New Growers

As indicated above, there has been both entry and exiting from the
hop industry. However, to facilitate such mobility, the following sug-
gested change is made in reference to the federal hop marketing order.

The suggested change concerns the making available allotment each
year as g percent of the salable percentage. Each year when the salable
percentage is inc%eased;z/ 30 percent of the increase in the salable
percentage will be made available as permanent base to new producers,and
existing producers on an equal basis of one-half to each group. If new
producers do not apply for their share of allotment it shall g0 to

—existing growers. The bona fide effort requirement wust be met within
one year (2 years in Oregon) by new producers.

The above suggestion concerning allotment transfers (temporary and
permanent), bona fide effort requirement, and the explici; provision
providing for the entry of new producers will hopefully place the allot~

ment in the hands of the "bona fide" hop grower, reduce the economic

-zflt could be argued that in those years when the salable percentage is
constant or decreasing, one percent of the salable percentage would be
made available for redistribution to new and existing producers, Fifty
percent of the one percent of the salable percentage will be available
to new producers a permanent base and the other 50 percent to existing
producers. If the amount allocated to new producers is not applied for
by new producers, it shall revert to the existing producers. Again, the
new producer would have to meet the bona fide effort requirement within
one or two years. The major problem with this line of reasoning is that
hops are contracted for many vears in advance. If the salable percentage
is decreasing, and a given proportion of the.salable percentage is redis-
tributed to new growers, the legal problems of cutting across contracts
would be encountered.
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value associated with the allotment, and provide a vehicle via which new

p;oducers can enter the hop industry. The allotment will still have

economic value because it will always be a scarce item if the order is

effective in achieving its goals of orderly marketing. However, the

value of the allotment will be minimized given the suggested changes.
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GUIDELINES FOR FRUIT, VEGETASLE, & SPECIALTY CAgP MARKETING OROCRS

USDA = January 25, 1582

The Agricultural Marketing Agresmsnt Act. of 1937 (Act) suthorizas the Sscretary of
igrdcultura to acministss marketing ordar programs Fur‘fruits, vegetablss, and specialty
>ropss  In response to ths Fresident!s Task Ferce on Ragulatory Relief, the Secratary of
wyriculture initiated an sconcmic revisw of Fecsroal marketing orders in May 1581, This

revieu was undertaken to datsrming how well the pICgrams are meating ths Administration's
j0ale of o

—Reducing Federal government requlation;
~faximizing producer returns through open and competitiva marketing;
=—Achleving mors efficient allocation of TESOUTCHS}

~-Supporting the concept of self-help programs,

Tha Oepartmeni's eccnomic review svaluated the im
:hrough ths marketing orcer system, Aftsy
wders have the potontizl to effactivaly st
-nefficlency on the produstion and mark

pact of ths numercus programs permiiied
extansive analysis, the repert concluded thasz

abilize supplizs and prices but scme may impeoss
sting system.
Rocognizing the inhsrent inatability in producing and marketing agricultural commed

.n general, and thsse crcps in particulsr, ths Secratary intancs to operats marketi
:regrams in a manner to reduca extramg Fluctuations i

:0 both buyers and ssllers provides
xtreme losses arising frem economic

tizs

T .

.
3
ng S

5
-

0 supbpliss and pricas, Reducing risks
producers and consumers a degres of protection agains
and natural czuscs,

In keeping with thg Administraticn's objsctives and these af the A
1411 require scme adjustments in programs that restric
ver-supply of commoditics. The oxtent of Federal
fficlent uso of ths nation's

ct, the Secrestary

t entry, limit suoply, oT persstuato
involvement will be censistant with tho
resources in the intarest of producerz and the gencral public.,
The following general quidelinas will ke applicd to all Fadoral marketing Orders
overing fruits, vegetablags, and spacialty crops. Those guidelinas will ba acplizd to gzch

arketing ordsr on a cass-by-case basis, aftar full duscusgicn with the indystrie

3
nvolvead,

YOLUME_CONTROL PROCAAMS

roducer Alleotmant Brooramgy

(celery, cranberriss, spearmint snd hops)

The Department's recent eccncmic reviow pointed cut that preducar alletment programs
ave the potential for limiting suooly,

causing uncerinvestment by industry, and reducing
Pen compatiticn by restricting entry” of nesw producars,

Uhile the ellotment system is contrary to the
388 have g statutory basis, To balance policy

scrotery will carry out thecse programs in a manner that will elimirats carriors te BATIY.
“ere changes in existing preogreams are necossary, the Secretary will work with the arfactad
dustriss toward gracual adjustmants.

gencral policy of this Acministraticn, it
goals with statutery rcguircments, the

arket Alloczticn Sromsz-g: (i.e., raisins, walnuts, and gthar driad fruit and nuts)

The Secretary recegnizos that market allscs
21 usad preperly, The p

ticn prearams can be bencficial to mrzcucara
tcorens must alleu individual incentive and

ould not bo ussd to {nhibit long-run macket exparsion or to
far—pracuctisn, The Secrcary intenda ¢ avaluata
Wustsy Lhoon +aekas 2ilzcatizna aro prososod to ensure that regulations are desicnecs with
280 objactives in mind,

The Sacretary will svaluate committeo recommondations

'chts cn price diffeorentials botwoon markets and the pere
fforont markots,

rofiim mmao

Sracuct innavaticn, =Rha
aneourage or centinue ghRrpariz

Tode s b1 ot

annually the zccnemic esisuztion im oa-n

23 to their possible long-term

entages of procucticn gcing to ths
This is to ensurc that market edjustment and public intarmsar camenrna
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Tha industry must monitor tho effects of continual use of annual requlaticns, so that
reqular supply and domand sigrals from tho markot are not distortsd, Tha committces must
-submit, and the Secretary will considsr, market allocaticn recommendaticns soparataly frcm
a}l othor featuros availabla uncer the program, including prorates.

prorates: (i.s., various citrus fruits) -

Prorates are messurss which regulate the short-tgrm flow of o ccmmodity to market.
Specifically, ths tarm "prorats" refers ta the establishment of a maximum quantity a
handler may ship during a limited tima pcriad, Reccmmsndations for proratas that have =n
ellocative sffect will be considerecd separatsly.

This Administratien belisves that prorates cam ba a valusblo tool for effective
rmarketing sorving ths interests of both producers and consumers through market stabilie
zation end cxtension of the seascn. This typec of program may be used to prevent tomporvary
markot gluts and correspondingly dzprossced prices by smocthing cut product flcw. 1t
contributes to more efficient use of handling and distribution faciilties. Howcver, maximurm
cffoctivencss would requirc "perfeot" market Infermztion and administrazticn. All t20 citzn
ane or baoth of these zro unztteinzbla. Consequently, proratss should ba ussd guzraoccely so
s to avold stifling individual incentive or overly restricting markat supplies.

With a view toward preserving individual incentives, tha Socretary is asking cach
Industry using the prorate fzzture to essoss its own unique problems and nezds end Ccoommane

ways to best usc prorata provisions consistent with thoss quidelinea, Ameng tho apprcoachoes
that aeffected committres should consider:

(1) Uso of prorate only during a limited part of the season, i.e., a limited
numbar of wecks;

{(2) Expansion of tho specific time frazme includsd in cach prorets, i.e., tuo,
threr, or four week prorates insteed of only weekly;

{(3) A combination of a partisl season prorats and expanded time frama,
The Secrotary belicves that changes in the present systam would pormit grezter intrez-

aeasonel flexibilities for individual handlers while at the same time protecting the
‘'visbillity of the progrem, _

Rosarve Pools: {inclucem most of market sllecation and producer allotment programs)

Regerve pools can be used to control the extrsme fluctuatiecms in supplies and prices
.that often plague zgriculturs., Housver, the reserve pregram snould not result in stock=-
-piling of certain commcditics with littlo or no market cutlet, Tharsfore, whon zn industzy
comnittes reccmmends a reserve, it must clsarly stats the intandad dispcsiticn of :ha
teserve, This should incluage several alternatives including a "mest likely"” projectisn and
should be revised by tha commitics .to reflsct changing supply or market conditicns,

Shinpina Holidays: (used only cccasionally by 1 or 2 commoditiss)

Shipping holidays are intended te rocduce market supply fluctuztions by r=qu1r ng
commadity handlors to rafrzin from shiccing a certzin cocmmecity for a short period
ARlthough many marketers belicva that shizping holidays aid market stability and o
markot detoricraticn, strong evidonce to succort cor rsfute this cenceot has not sz
gonted, Tha undeoterminec vealue of those measurcs raises the queosticn of the nze
govornment invclvemant. Futura recommenaaticns will therefors be carofully consicc

the Depsrtmant,
QUALITY EEQYTRIONS

Quality Centvols: {(i.2., potatona,

l')

oninng, peoars, end other soft frults and vegstablas)
Quality provisicna nzo thg mest frecuently usod Festura of markoting ords =T 2527

T3 znT 22
usually in =2 forn of mipizus grecs ond/er sizs ccoulatizns., Thig crovidsas gonzo— o3 wite

8 high quality rrocduer, thus scrving tha long-tecom interosts of procucars, sincs 2 ¢zod
guelity im2ge can lecad tc long-tarm market expansion. However, with erops which cefloct &6
imcortaintics of ueathar, quality requircmonts need to bo floxible enoguch to maximize tne

merkoting ¢f all fruits znd vegotablecs suitable faor consumption in fresh form,
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Industry should be cautioned that uss of quality regulationa primarily es a form of
oupply ccntrel is contrary to Acainistraticn policy. Thersfors, the Departmant will cone
tinua to evaluats tha usa of this featurs with particular smphasis on ths following thres
sroas: (1) Uhether gquality ccntrcls have varied significanily frem ssasen ta seasch oo
aithin seascns, (2) Yhothar the percentage of product meeting minimum quality scendards has
teen declining, or (3) Whethar the standazds have bean tigntaned over the yaars.

Grode and size rogulziions kecep low quality produce from the markst. Scms arque that
this lower guality proccucs would be attractive to scme consumers. In view eof this, incus-—
gries should ccnsider changes tnat weould 2llow the marketing of the off-grade/size cemmecizv
vithin the local preoducticn area 2s well 2s consider tho astablishment of a minimuen guanticy
pxemptlon from the guality stanaard. If the industry belioves that this type of spprczen
could not or should not te follcwad, it should present convincing ovidenco ta tha
Daparment, A numbar of existing oxders already have provisiaons of this typo.

Chariteble contributions ars examptad frem requlztion in most orders. This Admini-~

ctration strongly condorscs the concept of charitable contributicns end oncoursges oxpancad
usa of those provisions,

JMBORY RECUIREMENTS UMDER SECTICH €DAa

Ssectien 608e of the Agriculiural Marketing Agreement Act imposos the szmo guality
roquirsmonts on an importcd ccmmodity as arc impossd on a demestic cemmedity, It Zecs not
goak ta limlt imports but rether to ensure that low qualiiy imports do not underming tho
purpose of the Act, threatening tho domestic martkot for U.S. crops,

U.S. policies on feraign trade must tzke into cansidoration requircments of e numbor of
Jnternational agreoements te which the United States is pariy. Accordingly, the Ceparimens
w1l revicw any proposed marketing ordar legislation or reogulaticn to ensure that isz

————y

provisions and impact are compatible with the intent of Section 608e and with thecsa intez-
national sgrecments,

In conducting this roview, the Agricultural Marketing Service will examino all evailabl.
information and will maintein clgso contact with other government agencies as well =2s
industry sources. Conssquently, industries are cautiomed to carefully examinas futurz sccom—

mondations to make sure that they ars consistent with the spirit and intent of the law and
U.5, intornational obligations,

RESEARCH AND PROMOTION

Frult end vegotabls msrketing aorders authorize ths collection eof funds for usc in prow-
duction end merkesting research and for advertising and premotion, The Acministroticn
supports productiscn snd marketing research becausa it can hclp producers rospond szoizly ta
aecute probleoms that reducs yields., Rescarch can also provide new tochnigues to increoase
yiolds and reoduce preduction 2nd marketing costs in the future. Advertising and premozicn
can contributo to economie afficiency by helping consumars mzko bettor informed decisicnse

BLOC--VOTIAS

then referenda are conducted either on 2 proposed order or amendment of an existing
order, the law ellows a cooporztive to vote for its membership. This is referred to =s
bloc-voting., Although this is provided for uncer the statuta, the Secretary strcogly
encourages cocperatives to refrain from bloc-vcting. It is belicved thet indivicuzl veting
will better represent thz intercsts of tho incustry and will morg clearly dcmenstratz tha
dosires of the entire industry, both to the Oepartmant and the genorzl public,

ADMINISTRATIVE FROCZTLCCS

Rl‘ls-_'J nei=3i1{:, bt it nte LT Late T
Rosapnei=ility, Af Cemmiticne and

The Act places upon the Seocrstary of Agriculture the full authority to assure tho
proper cpcraticn of marketing ordars, Markcting ordar committess hava a reosconsibility &3

mako: tho most informed rccommendations possible in striving fer this objoctive. Therzforoo,
;t is {rperative that all market order acministrative committeos provide the Sccretary,
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nalyticel basls for thoir recosmendaticns. Failuro of the administrative cemmittes to
rovido this informaticn in a2 comploto end timoly manner could result in delays of the
gasonal irplomontation of prcvisions of a particular marketing order, At tho samo time,
ho Socrstary continuss to accept his responsibility for timoly acticn,

COMMITTEE TENMURE

Tha oconomic revisw suggssted establishing a limit on tenure to improve representation
-nd &llow Por different and mere contemporary idsas. In view of this, the Secratary will
scquire that all cemmittae nemoerships ta limited in tsnure, Thae Department will uvork with
;och committes to cdavelcp 2n appropriate time frame. The Secrstary also encouragss all
-ommittee members to take a vary active vols in all phases of marksting crder acminisctration,

PERICOIC REFERENDA

Somg marketing orders provide for periodic refercende but most do not. Tho Secrstary
yoliovos thase refsrenda ere in the public intersest, They provida tha ingustry with 2 maans
to regularly reasssss tha value of marketing orders and keep the Departmone informed of thao
Jichos of tho majority of the industry, Thersfore, the Sccretary is requiring that periczice
reforenda be conductod for sach ordeor, USDA will work with esch committsa in devclepmone of
g timg freme sppropriates for each arder.

CONCLUSION

Theo role of tha Departmeont of Agriculture is to develop and implement agricultural
policies that are in tho public interest. Marketing crcders that are wisely censizucced, |
eppropriately utilized, ang effectively administersd ars part of such a policy. ricugves, 2
vith eny other program, there ars possibilitios for misuse. Thess pracocing guicalines 270
ozctablished to assure that abuso does not cccur and to provide a mezns of botitor uncor—
standing of the boundariecs, both to tha industry and the genoral public.
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_ Us 5o HOP ADMINISTRATIVE COMMITTEE GR. EUL. 823
i 1002 Corbatt Bidge, 430 S.u. Morrison

Portlend, Gragocn $7204

(Phone: 50G3-224-15823)

March 22, 19482
TO: All Brownrs, Hendlers snd Interzsted Parties

SUBJECT: 1982 Snlabls Porcentegs end Cozplianca with Producsr Allotment ®Guiczlincs

At tho requsst of Mildrad Thymien, ARduinistrator AMS, USDA, tha 13 mexbsrs of the
HAC ware esked to ccae into Portlisnd lest Fricay, March 19, to discues futura
complicnce with the CGuidalinss. Sinca thess persons czme in ot har TEGUESL, This
wos nelther a Commiitaa nor a Subcemaitias meeting. Sna staisd in Tacant

mepetings in Washington, D.C., %ua types of concaoty havs bzen prosossd for
incorporaticn in procdussr sllotmant progrois. These wers set fozth in the following
writton cuggestions ens henosd out last Fricay:

INITIAL APPROACH LM ALLOTHENT ORDERS
Thia cbnzapt has two fasturcs.

First, i% 1o suggested that allo%zsnt end base not be peraltted to bo

- trensferrsd (soid, lsesad, t-aooa, or glven) to anothor indivicusl
(person, psrtnorship, oo cooporation). Thus, uwhan a producsr ceoscs i
produce hops fer zny rsascn, thad producer bass must rovert ta tha
Commnittes for rzaistributicn.

Secondly, an sfditional bozs Quantily egual to five porcent of the pra-
cedlng yaar'a besa nust slog bs neds svailebls for distributinn sach
youTe.

The bzsa frex both of thsssc oourcos must be distributed to now industry
entrants ond to existing procucare who wieh to axpond their opesrations, cuch
distribution ssch veor being 1/3 to exisiing procucars end 2/3 %o new
producers. Tha c¢cmmittes shull cdavalep snd procooo to tha Capariment rulas
end provisions thaot offsT such nsw bssza to both clgzsas of gTOW3rs On &n
squitable basis. An annusl incronza of bzass of this Sagnituns will resuld
in @ prograsalvn recucticn im R velug of hase and thus a graguel, bud
eventual, slininzticn of barrier to sniry.®

She then requepted tha Committes acapt a resslution showing thay wars tcking stepas
to devalop epscific propossala o incorporata the sbove concepta in ths Hop Qrear
80 such could bs incluusd in the paskercund jus=tification in tha Foosrel Keogister
for the 1982 anleble porcanteoga of 135%.

Rfter consicarehle discussion the Cosaittze sgreed to respond to thoss teo reguents
by Dacember 15, 1582 wiihzut zny cooiiment as to the natura of such To30CNS8.

Such will provics tizz to gveluats cnd ciscuss Yurthsr with tho Dooartmant scag

of the epparsnt remificosions of tha anova preposal of which thay nay not bn

@wsre as wall a3z %o hold gonsral growar meoiings in esch of tha growing arcas ta
obtein their vizws,

Sha thon stated if 0 writtan rosolutlon slonae these linss wera davalocad that

could be incluzad =3 n DZzkoMound 8TRITRINY ‘uactifving igsuznca of thy salnsla
Percentzne cf 12370 Tas =t 1%8% 2723, =uzh notice ceyld ha Tizfaved ond ionzd
for publication in tha Faaasral Recictor tha first of this w3aeks All handlera

uill be notified by taslophone 83 soon ns word has been racsived such has boon

elgned,
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‘Yo carry out this requsat, tha following resolution wss drefted in cooparation

, with Hre. Thyolen las$ Fricay and ratified at a tslsphons ceaforznca cz2ll of
HAC meshars end alternctos earlizsr this xmerning curing wnich HAZ mssbars ang
gltornatus alse pariicipatod.

®In grder to miniwmize dizruption this prcoossd regulstion (f.e2., 130%
galeble for 1522) is bzing issuso witn she uncerssoncing inat tha Hop
Acainictrative Comnistca will initicta acticn in 1932 wnder Morksting
Ordar Ho. S9) sgc that operatisns unccr the progred will confora to tos
Dezportnentts Guidslinega far fruil, vagatcble, and spacisliy crop markatirg
ordaers, issued Jsunuary 25, 1S82. Acticn has already basn taken towards
complioncae with tha culidslines as follcwa:

l. To refrain PT-n initiating lagisliction to qualify undsr Ssce €08(e)
of thes Agric. ¥kig. Agrecment Act of 1537 as smonded (l.3., this wouwld
roquirs imporis to maest sowa zininum leof end gtom roguizrcmasnis B3 wa
might estobliain Tor UeS. hops undar tha Hop Ordsr);

2. HAdopticn of & resolution by ths only Cocoperative in the hop industry
to refrain frca block voiing in futuro referanda;

3. fAmeacmont of tha currznt Comnitise Nomination Bsckorcund Statezent
 form to inslusie a stiipulction shed hercsfortsh the noaines will not sarva
wore thon four eubscgusnt consccocutiva taorms oF two years each;

he And to rospond by Dzcenber 15, 1932 to tha Depert=msnt's recuest
relating to issuanca of aduitioncl bass tD fnew end exicting GICWaTs.e

In gddition to tha zbova action cn the Guidelincs, 8 responsa will also ba

rade by Dececher 15, 1982 to the Daparinent's rsqusst ralaoiing (g trensvsr
of bsena .

A pubcoanittes hes besn appainted to study the shove matters.?

The genaral i-oression wes olso 12Pt thst the rsaponse or proposals dsveloped by

Decrmbar 15, 1932 will be iskan into consideraticn in revicwing the 1583 salaola
percentzga.

Arno Raifenbarg, Rzgicrmal Gonersl Councel for USDA, wme also presant and statsed
that tha propooal 9 issuz sugitionzi boce wup to 5% of tho toszl incustry boaaa
could ba cceooplished by acainisizasive rulas Mrs. Thynian zgress such

would ba cecentenlo. s giated, howaver, it would appesr ihe gropossa resiricticns
on trensfer of bess would recquira 2n zaencent o the Ordor,.

There arg scversel uncnawarsd scsinlztrative, legel and econcnic Questions that
necd to ba rvesolvad befeorz Tha reaitications of the moova twd proposals can o3
propsrly eveluatoz. Such will De raviguzad 23 goncrel grower msetings witnio Ina
fnduntry es wall €3 with verious USDA and oinher officisls znd repregentatives
in ta2shington, D.Ce In tho nonihs enead.

Ue 5o HOP ACMINISTRATIVE CCHHITTEE
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Robart H. coten, #s2n33sT




